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CHAPTER . 1

INTROUODUCTION
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INTRODUCTION

tach nation is interested in brirnging up the
grouwtk rate with a view to solve economic problems end to
raise the stenderd of living, This is possible only uhen
there ies increassed production over s given period of time,
This growth in production is possible when production fact=
ors are efficienttly employed, Productivity has & big role
to play in increasing production per unit of input. But it
will be wrong to think that increase in production is rie
ght briteria for me asuring economic growth, Increased
production must be accompanied by reduction in the cost of
production of every additional unit, which means higher

productivity,

Increased productivity enhances the total

\vnlume of production and brings down the cost of production

which in turn help to incresse the demand for groduct to
achieve common objective i.e. maximisstion of profit,

Higher productivity ensure greater stability to the concern
and help to take expansion projects in changing environe
ment which demand more investment, offers widewepread market
and prosperity to the prganisation, Thus, bigher producti-
vity is not only beneficial to the concern but also
beneficiel to the workers in the i{ndustry, consumers and

finslly to the nation.



The workers, productivity yields more wages,
shorter working hours, better standard of 1liviny, better
workiny conditions, impwoved morale end greater satisfac-

tion both inside and outside the workers,

To consumers, productivity ensures lower prices,

better quality and greater satisfaction.

To the nation, productivity ensures greater nati-
onal wealth, lezrger per capita income, improved st and ard
of liviny, better utilisation of rescurces, expansion of An
international market with the help of standardised goods s
and services, Since the measurement of productivity is a
pre-requisite of improvement of productivity, The question
arises ass to which is the best approech to measure the

productivity,

APPROACH TO THE STUDY

fn India, co~-operative sugar factories are playing
an importaent role, co-operative sugar movement is conducted
in the area of socio-economic development in rural area,
Co-oprative sugar factories are being considered as grouwth
centres, Economic 3rowth is closely linked with industrial
productivity and this is important both at local, national

and international level,

Productivity in suger industries is, the indicator
of country's economic and industrial grouth which helps in
measuring the magnitude of economic changes and forecast
economic cond itions, and-their prospects, The higher is the

productivity, the lower is the cost and this result into

higher profit, To achieve this goal stress must be given



to the managément of productivity because industrial
productivity is influenced by many factore, namely -
i) Technological factors
ii) Financial factors
iii) Natural factors
iv) Sociological factors
v) Managerial factors
vi) Government factors
vii) Size of industrial unit

viii) Quality of labour force.

It is the responsibility of menagement to control

*

over the above side factors in order to improve the produ-

ctiv ity.

It is observed that though productivity is useful
for industris)l development and economic grouth, yet in
actual practice it is difficult to measure it, This diffi-
" fulty becomes still more serious. So far no yard-stick has
been found to measure productivity. But this does not mean
that its importance in any way can be under estimated, With
the help of available technigues of measuring productivity
researcher attempted for exploriny the best approach for
productivity me asurement with special reference to Veasant-
dada Shetakari Sshakari Sakhar Karkhana Ltd., Sangli, a

sugar factory run on co-operative principles,



1:3) UBJECTIVES OF THE STUDY

The researcher undertaken this case study with
the following specific objectives,

a)‘ To study operating style of a sugar factory run on
co-oper ative principles i,e, Vasantdada Shetkari
Sahakari Sakhar Karkhana Ltd,, Sangli,

b) To measure the product}vity of the unit under study,

c) To evolve best’épproach for productivity me asurement
for the unit engsged in suger industry,

d) To sugjest ways and meen to improve the productivity
of the organisation under study, if required and

possible,

134) METHODOLD&Y :

The methodology adopted for the study is a case
study method, Being a suitable researcher has deliberately
selected only one sugar industry run on co-operative badls
i.e. Vasantdada Shetkari Sahakari Sakhar Karkhana Ltd,,
Sangli. This gstudy expect only for exploring the best
approach fof productivity measurement, Rgsearcher has also
selected a recent period for study i.e. from 1985-86 to
198990, Management of productivity is related to the
sgientific management and hence it is also considered to

focus on the management of the sugsr factory.
To achieve the above stated objectives i.e., to

measure the productivity ratio analysis technique is



adopted which is a management accounting tool.

Productivity is influenced by various factors,

but only follouing'Factors are considered,

e
2,
3.

4,

i)
i)

Labour Se Pover and Services

Mach ine | 6. Return on Capital Employed.
Material 7. Other Productivity,

Capit al

Labour productivity is measured -
In terms of hours and

In terms of Revenue.

While calculsting machine productivity output

and actusl machine hours are considered, For calculating

material productivity only material cost (Sugarcene +

Carriage) and number of bags produced are taken into

account, For measuring cepital productivity following

ratios are used,

i)
ii)
iii)
iv)
v)

vi)

Proprietors' Ratio.

Capital Employed to Fixed Assets,
Current Ratio,

Liquid Ratio.

Current Assets to Fixed Rssets,

Capital Gsaring.

While calculating productivity relating to pouer

and services only machinery repeirs and maintenance cost

and number of hours are considered,

For calculating return on capital employed under

-mentioned ratios are utilised,



i) Jross Profit Retio
ii) Net Profit to Sales
1ii) Net Profit to Fixed Assets
iv) Net Profit to Net Worth

v) Stock Turnover

For other productivity only cost of sales to

sales ratio is considered,

In order to study the productivity problem data

is collected with two different sources,

a) Primary Source

b) Secondary Source,

Primary source of information is the orgin of
data which contains personal interview, faceé to face discussions,

stc.
Secondary source of information

The information from kept records, journals,

magazines, newspsapers, annual reports, etc,

Required data collected is of last five years

which help in making proper eanalysis to conclude rationally.,

For presenting the informstion tables, 4 linew

gréphs, 9 bar-yraphs and 4 charts are used,
1:5) OATA COLLECTION

Researcher has collected the relevant data from

60th the sources,

a) Primary Data : The primary data is collected mainly




through an observation and discussions with the Managing
Oirector, Labour Welfare Officer, Mechnical Engineer,
Chief Chemist, Public Relation Officer, Chief Accountant,
Auditor, workers and concerned stéff of the sugar factory.,
Information is also collected by inspecting the record of

the concerned departments of the factory.,

b) Secondary Data 3 Secondary data is meinly collected

from the annual reports, final manufacturing reports and
hand=book of the said sugar factory. Information is also
collected from the published materials like daily news-
p epers, journsals, magazines, periodicals, articles and

through an extension library research,

SCOPE AND LIMITATIONS

A) Scope : Scope of the study is very limited as it is

m—————

concontrates only on Vasantadada Shetkari Sahakari Sakhar
Karkhana Ltd,, Sangli for the sake of study, It is not
possible to compeare the productivity with other competi-
tive co-operative sugesr factories, Therefore, conclusion

may not be 100% accurate,

As considering the importance and utility of

productivity, this study is beneficial to -

1. Workers 2. Management 3, Shareholders 4, Government
S. Industries 6, Creditors, 7. Financial institutions

8. Research persons 9, Investors,

B) Limitations : As it has slready been stated that

productivity is closely linked with economic growth and



essential for raisiny the production per unit. Producti-
vity has its wvewn significance at National, International
and even at local level but due to limitations of time

and money, Only one co-operative sugar factory is selected,
1t is also impossible to measure the productivity since
the begining of the factory i.e. 1956, Therefore, resear-

cher selected only the recent period i.e. 1985-86 to 1989-

90.

In this sugar factory, there ere various depart-
ments but it is not possible to measure the productivity
of 2]1 depertments so only followinyg departments are

considered,

1. Production Department,
2, Oistillery and Liquor
3. Cattle Feed

4, Acetic Anhydride Bivision,

1:7) CHAPTER SCHEME

The present study contains six chapters as

detailed below,

CHAPTER <« I ¢ INTRODUCTION

161 Introduction

152 Approach to the study
153 Objectives of the Study
1.4 Methodology

Data Colléction

Scope and Limitations

-
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1.7 Chaepter Scheme
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CHAPTERGS III ; PRODUCT *t{* MEASUPYMENT
AS A MAJASENENT #CCOUNTING TOOL
CHAPTERSIV 3 PROFILE -F .Hw S. Ak FACTORY
"CHAPTERSLV : PRODUCTIVIYY MEASUREMENT OF THE
| SUGAR FACTRY,
CHAPTER - : OBSERVATIONS AND SUGGESTIONS,
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